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NEW INDICATOR OF HOUSING SUPPLY 


WICE each year we publish in the Real Estate Analyst an index of the 
9 change in supply of and de mand for rental housing, by cities, based on 

the volume of want ads (last run in July 27, 1956, Real Estate Analyst). 
The volume of “For rent” ads charted against the number of “Wanted to rent” 
ads has provided an interesting indicator of what is happening in the rental sector 
of the housing market. Our research department has undertaken the task of re- 
working this data in order to see whether other significant patterns can be un- 
covered. The study on pages 516 through 522 is a product of this research. 


It seems fairly obvious that the ratio of * For rent” ads to “Wanted to rent” 
ads should provide an indication at least of potentia! housing scarcity or surplus. 
Consequently, for each of the cities for which this information is tallied, the 
volume of *Wanted to rent” ads for each given year has been divided into the 
corresponding number of “For rent” ads. The resulting curve has been posi- 
tioned so that the first year of data shown is at the same point as the number of 
“For rent” ads for the corresponding time period. 





An indicator of this type is particularly sensitive to changing trends since 
“For rent” ads are usually increasing in number at a time when “Wanted to rent” 
ads are decreasing, and vice versa. The division of an increasingly smaller 
number into a growing amount thereby results in a rapidly accelerating curve. 
When the opposite is the case, a picture of rapid deceleration is shown. This 
characteristic is confirmed by a casual inspection of the charts contained on the 
following pages. 


As will be noticed in the case of such cities as Boston, Knoxville, Louisville, 
and Minneapolis, the ratio can zoom upward at an extremely rapid pace. The 
picture of the early World War II years for most of the cities charted indicates 
clearly that the reverse situation is also possible 


In summary, it can be said that the trend toward a housing surplus continues 
unabated in 13 cities, has been at least momentarily reversed in 19 cities, and 
is presently marking time in the remaining 18. The cities showing the least ten- 
dency toward a housing surplus are Chicago, Cincinnati, Hartford, Los Angeles, 
St. Louis, San Francisco, and Toledo. 

(cont. on page 522) 
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(cont. from page 515) 

Che chart portraying the national picture, as shown on page 516, would indi- 
cate that the number of “For rent” ads has resumed its upward swing, after 
moving either sideways or downward for approximately 2 years. This resump- 
tion of the uptrend in the volume of * For rent” ads, coupled with the continued 
decrease in the number of “Wanted to rent” ads, has sent the supply-demand 
indicator to a new post-World War II high. 





As we mentioned in the July Real Estate Analyst, the Bureau of the Census data 
on housing vacancy indicates that there is more vacant housing this year than there 
was last year at this time. There has, however, been very little change in the pic- 
ture during the first 6 months of this year (5.2% vacancy in the second quarter of 
1956 vs. 5.3% in the first quarter). When the third quarter figures become avail- 
able, it will be interesting to see whether or not the trend shown by the national 
ratio indicator chart will be borne out by the Census Bureau’s sample survey. 
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OFFICE BUILDING VACANCY 


reported to you that for the first time since 1949, the national average 

of office building vacancy had declined, the May 1956 figure being 3. 12% 
vs. 3.44% for October 1955. According to the National Association of Building 
Owners and Managers, the comparable figure for November 1956 is 3.29%. 
This would indicate that, while there has been an increase in office building 
vacancy, the situation is currently more favorable than it was at this time last 
year 


.) F FICE building vacancy has resumed its upwardclimb. Last July we 


Actually the situation is very spotty. Analyzing the figures on a regional ba- 
sis, the sector of the country having the highest vacancy rate is the Northern Mid- 
west sector, with a figure of 5.39%. The comparable statistic for May of this year 
is 4.93%. The other region having a vacancy rate appreciably above the national 
average is the Southern sector of the country, with a vacancy rate of 4.83%. Again 
this is up from the figure for May, when the vacancy rate for the region was 3. 27%. 
The North Central, Southwest, Pacific Coast, and Canadian regions all showed a 
decline in vacancy from May of this year to November. 


A city-by-city analysis also indicates a very spotty situation. Among the cit- 
ies charted, some of those having a higher degree of office building vacancy are 
Philadelphia, with 10.26%; Memphis, with 9.22%; Fresno, with 8.18%; Jackson, 
Mississippi, with 8.19%; Denver, with 7.78%; and Atlanta, with 7.74%. In each 
of these cities the percentage vacancy reported for November 1956 is up from the 
corresponding percentage for May 1956. At the other end of the scale, 10 cities 
which are charted in this report have vacancy figures of less than 1%. They are: 
Chattanooga, Tennessee, and Toronto, Canada, 0%; Dayton, . 20%; Norfolk, 

32%; Charleston, West Virginia, .44%; Montreal, Canada, .51%; Vancouver, 
Canada, .68%; Jacksonville and Topeka, .73%; and Tulsa, . 78%. 


The peak year of office building construction was 1929, when, in terms of 
1947-49 dollars, $1, 146,000, 000 worth of office building and warehouse space 
(the category as compiled by the Government) was put in place. On the same 
basis, $789, 000, 000 worth of office buildings and warehouses was constructed 
in 1954, and $898, 000, 000 in 1955. Present indications are that the 1956 fig- 
ure will be in the neighborhood of 20% above the 1955 level. From these figures 
it can be seen that while, on a constant dollar basis, we have not regained the 
levels of the boom years of the twenties, quite a bit of office space is being built. 
It would be very difficult to make up any sort of reliable estimate as to how 
much of this space is required for new growth in the business economy. It 
seems rather apparent, however, that, based on the modest increases in the 
work force that have taken place over the last few years, only a small portion 
of the newly constructed office space is required for this purpose. The logical 
conclusion, therefore, would be that office building vacancy will probably con- 
tinue to climb 














OFFICE BUILDING VACANCY IN PRINCIPAL CITIES 


CHARTED BY ROY WENZLICK &6 CO FROM DATA FURNISHED BY THE 
NATIONAL ASSOCIATION OF BU DION 
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